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(f) Effective/applicability date. This 
section applies on and after May 1, 
2009. 

[T.D. 7105, 36 FR 6480, Apr. 6, 1971; 36 FR 9512, 
May 26, 1971; 36 FR 12290, June 30, 1971, as 
amended by T.D. 7955, 49 FR 19976, May 11, 
1984; T.D. 8540, 59 FR 30105, June 10, 1994; T.D. 
8819, 64 FR 23190, Apr. 30, 1999; T.D. 8886, 65 
FR 36910, June 12, 2000; T.D. 9448, 74 FR 21440, 
May 7, 2009; T.D. 9540, 76 FR 49572, Aug. 10, 
2011] 

§ 1.642(c)–7 Transitional rules with re-
spect to pooled income funds. 

(a) In general—(1) Amendment of cer-
tain funds. A fund created before May 7, 
1971, and not otherwise qualifying as a 
pooled income fund may be treated as a 
pooled income fund to which § 1.642(c)– 
5 applies if on July 31, 1969, or on each 
date of transfer of property to the fund 
occurring after July 31, 1969, it pos-
sessed the initial characteristics de-
scribed in paragraph (b) of this section 
and is amended, in the time and man-
ner provided in paragraph (c) of this 
section, to meet all the requirements 
of section 642(c)(5) and § 1.642(c)–5. If a 
fund to which this subparagraph ap-
plies is amended in the time and man-
ner provided in paragraph (c) of this 
section it shall be treated as provided 
in paragraph (d) of this section for the 
period beginning on August 1, 1969, or, 
if later, on the date of its creation and 
ending the day before the date on 
which it meets the requirements of sec-
tion 642(c)(5) and § 1.642(c)–5. 

(2) Severance of a portion of a fund. 
Any portion of a fund created before 
May 7, 1971, which consists of property 
transferred to such fund after July 31, 
1969, may be severed from such fund 
consistently with the principles of 
paragraph (c)(2) of this section and es-
tablished before January 1, 1972, as a 
separate pooled income fund, provided 
that on and after the date of severance 
the severed fund meets all the require-
ments of section 642(c)(5) and § 1.642(c)– 
5. A separate fund which is established 
pursuant to this subparagraph shall be 
treated as provided in paragraph (d) of 
this section for the period beginning on 
the day of the first transfer of property 
which becomes part of the separate 
fund and ending the day before the day 
on which the separate fund meets the 
requirements of section 642(c)(5) and 
§ 1.642(c)–5. 

(b) Initial characteristics required. A 
fund described in paragraph (a)(1) of 
this section shall not be treated as a 
pooled income fund to which section 
642(c)(5) applies, even though it is 
amended as provided in paragraph (c) 
of this section, unless it possessed the 
following characteristics on July 31, 
1969, or on each date of transfer of 
property to the fund occurring after 
July 31, 1969: 

(1) It satisfied the requirements of 
section 642(c)(5)(A) other than that the 
fund be a trust; 

(2) It was constituted in a way to at-
tract and contain commingled prop-
erties transferred to the fund by more 
than one donor satisfying such require-
ments; and 

(3) Each beneficiary of a life income 
interest which was retained or created 
in any property transferred to the fund 
was entitled to receive, but not less 
often than annually, a proportional 
share of the annual income earned by 
the fund, such share being based on the 
fair market value of the property in 
which such life interest was retained or 
created. 

(c) Amendment requirements. (1) A fund 
described in paragraph (a)(1) of this 
section and possessing the initial char-
acteristics described in paragraph (b) 
of this section on the date prescribed 
therein shall be treated as a pooled in-
come fund if it is amended to meet all 
the requirements of section 642(c)(5) 
and § 1.642(c)–5 before January 1, 1972, 
or, if later, on or before the 30th day 
after the date on which any judicial 
proceedings commenced before Janu-
ary 1, 1972, which are required to 
amend its governing instrument or any 
other instrument which does not per-
mit it to meet such requirements, be-
come final. However, see paragraph (d) 
of this section for limitation on the pe-
riod in which a claim for credit or re-
fund may be filed. 

(2) In addition, if the transferred 
property described in paragraph (b)(2) 
of this section is commingled with 
other property, the transferred prop-
erty must be separated on or before the 
date specified in subparagraph (1) of 
this paragraph from the other property 
and allocated to the fund in accordance 
with the transferred property’s per-
centage share of the fair market value 
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of the total commingled property on 
the date of separation. The percentage 
share shall be the ratio which the fair 
market value of the transferred prop-
erty on the date of separation bears to 
the fair market value of the total com-
mingled property on that date and 
shall be computed in a manner con-
sistent with paragraph (c) of § 1.642(c)– 
5. The property which is so allocated to 
the fund shall be treated as property 
received from transfers which meet the 
requirements of section 642(c)(5), and 
such transfers shall be treated as made 
on the dates on which the properties 
giving rise to such allocation were 
transferred to the fund by the respec-
tive donors. The property so allocated 
to the fund must be representative of 
all the commingled property other 
than securities the income from which 

is exempt from tax under subtitle A of 
the Code; compensating increases in 
other commingled property allocated 
to the fund shall be made where such 
tax-exempt securities are not allocated 
to the fund. The application of this 
subparagraph may be illustrated by the 
following example: 

Example. (a) The trustees of X fund are in 
the process of amending it in order to qualify 
as a pooled income fund. The property trans-
ferred to the X fund was commingled with 
other property transferred to the organiza-
tion by which the fund was established. After 
taking into account the various transfers 
and the appreciation in the fair market 
value of all the properties, the fair market 
value of the property allocated to the fund 
on the various transfer dates is set forth in 
the following schedule and determined in the 
manner indicated: 

TRANSFERS 

Date of transfer 

Value of all 
property before 

transfer 

Trust 
property 

Other 
property 

Value of all 
property after 

transfer 

Property allo-
cated to fund 

(1) (2) (3) (4) (5) 

January 1, 1968 ...................................................... .......................... $100,000 $100,000 $200,000 1 $100,000 
September 30, 1968 ............................................... $300,000 100,000 ................ 400,000 2 250,000 
January 15, 1969 .................................................... 480,000 60,000 ................ 540,000 3 360,000 
November 11, 1969 ................................................ 600,000 200,000 ................ 800,000 4 600,000 

1 $100,000=(the amount in column (2)). 
2 $250,000=([$100,000/$200,000×$300,000]+$100,000). 
3 $360,000=([$250,000/$400,000×$480,000]+$60,000). 
4 $600,000=([$360,000/$540,000×$600,000]+$200,000). 

(b) On September 30, 1970, the trustees de-
cide to separate the property of X fund from 
the other property. The fair market value of 
all the commingled property is $1 million on 
September 30, 1970, and there were no addi-
tional transfers to the fund after November 
11, 1969. Accordingly, the fair market value 
of the property required to be allocated to X 
fund must be $750,000 ($600,000/ 
$800,000×$1,000,000), and X fund’s percentage 
share of the commingled property is 75 per-
cent ($750,000/$1,000,000). Accordingly, assum-
ing that the commingled property consists of 
Y stock with a fair market value of $800,000 
and Z bonds with a fair market value of 
$200,000, there must be allocated to X fund at 
the close of September 30, 1970, Y stock with 
a value of $600,000 ($800,000×75%) and Z bonds 
with a value of $150,000 ($200,000×75%). 

(d) Transactions before amendment of 
or severance from fund. (1) A fund which 
is amended pursuant to paragraph (c) 
of this section, or is severed from a 
fund pursuant to paragraph (a)(2) of 
this section, shall be treated for all 

purposes, including the allowance of a 
deduction for any charitable contribu-
tion, as if it were before its amendment 
or severance a pooled income fund to 
which section 642(c)(5) and § 1.642(c)–5 
apply. Thus, for example, where a 
donor transferred property in trust to 
such an amended or severed fund on 
August 1, 1969, but before its amend-
ment or severance under this section, a 
charitable contributions deduction for 
the value of the remainder interest 
may be allowed under section 170, 2055, 
2106, or 2522. The deduction may not be 
allowed, however, until the fund is 
amended or severed pursuant to this 
section and shall be allowed only if a 
claim for credit or refund is filed with-
in the period of limitation prescribed 
by section 6511(a). 
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(2) For purposes of determining under 
§ 1.642(c)–6 the highest yearly rate of re-
turn earned by a fund (which is amend-
ed pursuant to paragraph (c) of this 
section) for the 3 preceding taxable 
years, taxable years of the fund pre-
ceding its taxable year in which the 
fund is so amended and qualifies as a 
pooled income fund under this section 
shall be used provided that the fund did 
not at any time during such preceding 
years hold any investments in securi-
ties the income from which is exempt 
from tax under subtitle A of the Code. 
If any such tax-exempt securities were 
held during such period by such amend-
ed fund, or if the fund consists of a por-
tion of a fund which is severed pursu-
ant to paragraph (a)(2) of this section, 
the highest yearly rate of return under 
§ 1.642(c)–6 shall be determined by 
treating the fund as a pooled income 
fund which has been in existence for 
less than 3 taxable years preceding the 
taxable year in which the transfer of 
property to the fund is made. 

(3) Property transferred to a fund be-
fore its amendment pursuant to para-
graph (c) of this section, or before its 
severance under paragraph (a)(2) of this 
section, shall be treated as property re-
ceived from transfers which meet the 
requirements of section 642(c)(5). 

[T.D. 7105, 36 FR 6486, Apr. 6, 1971, as amend-
ed by T.D. 7125, 36 FR 11032, June 8, 1971; T.D. 
8540, 59 FR 30102, June 10, 1994] 

§ 1.642(d)–1 Net operating loss deduc-
tion. 

The net operating loss deduction al-
lowed by section 172 is available to es-
tates and trusts generally, with the fol-
lowing exceptions and limitations: 

(a) In computing gross income and 
deductions for the purposes of section 
172, a trust shall exclude that portion 
of the income and deductions attrib-
utable to the grantor or another person 
under sections 671 through 678 (relating 
to grantors and others treated as sub-
stantial owners). 

(b) An estate or trust shall not, for 
the purposes of section 172, avail itself 
of the deductions allowed by section 
642(c) (relating to charitable contribu-
tions deductions) and sections 651 and 
661 (relating to deductions for distribu-
tions). 

§ 1.642(e)–1 Depreciation and deple-
tion. 

An estate or trust is allowed the de-
ductions for depreciation and deple-
tion, but only to the extent the deduc-
tions are not apportioned to bene-
ficiaries under sections 167(h) and 
611(b). For purposes of sections 167(h) 
and 611(b), the term beneficiaries in-
cludes charitable beneficiaries. See the 
regulations under those sections. 

[T.D. 6712, 29 FR 3655, Mar. 24, 1964] 

§ 1.642(f)–1 Amortization deductions. 
An estate or trust is allowed amorti-

zation deductions with respect to an 
emergency facility as defined in sec-
tion 168(d), with respect to a certified 
pollution control facility as defined in 
section 169(d), with respect to qualified 
railroad rolling stock as defined in sec-
tion 184(d), with respect to certified 
coal mine safety equipment as defined 
in section 187(d), with respect to on- 
the-job training and child-care facili-
ties as defined in section 188(b), and 
with respect to certain rehabilitations 
of certified historic structures as de-
fined in section 191, in the same man-
ner and to the same extent as in the 
case of an individual. However, the 
principles governing the apportion-
ment of the deductions for depreciation 
and depletion between fiduciaries and 
the beneficiaries of an estate or trust 
(see sections 167(h) and 611(b) and the 
regulations thereunder) shall be appli-
cable with respect to such amortiza-
tion deductions. 

[T.D. 7700, 45 FR 38055, June 6, 1980] 

§ 1.642(g)–1 Disallowance of double de-
ductions; in general. 

Amounts allowable under section 
2053(a)(2) (relating to administration 
expenses) or under section 2054 (relat-
ing to losses during administration) as 
deductions in computing the taxable 
estate of a decedent are not allowed as 
deductions in computing the taxable 
income of the estate unless there is 
filed a statement, in duplicate, to the 
effect that the items have not been al-
lowed as deductions from the gross es-
tate of the decedent under section 2053 
or 2054 and that all rights to have such 
items allowed at any time as deduc-
tions under section 2053 or 2054 are 
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